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INDEPENDENT AUDITORS' REPORT

The Honorable Supervisor and Township Board
Township of Norway
Vulcan, Michigan

We have audited the accompanying financial statements of the governmental activities and each major fund of the
TOWNSHIP OF MORWAY, MICHIGAN as of and for the year ended March 31, 2008, which collectively comprise the
Township's hasic financial statements as disted in the table of contents. We also have audited each fiduciary fund type
of the TOWNSHIP OF NORWAY, MICHIGAN as of and for the year ended March 31, 2008, as displayed in the
Township's basic financial statements. These financial statements are the responsibility of the TOWNSHIP OF
NORWAY, MICHIGAN's management. Our responsibility is to express apinions on these financial statements based on
our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financiat
statements are free of material misstatement.  An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, An audit also includes assessing the accourting principles used
and significant estimates made by managemert, as well as evaluating the overalt financial statement presentation. We
believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairdy, in all material respects, the respective financial
position of the governmental activities and each major fund as well as each fiduciary fund fype of the TOWNSHIP OF
NORWAY, MICHIGAN as of March 31, 2008, and the respective changes in financial position thereof for the year then
anded in conformity with 2ccounting principles generally accepted in the United States of America.

The managements discussion and analysis and budgetary comparison information, as identified in the fable of
contents, are not a required pari of the basic financial statements but are supplementary information required by
accounting principies generally accepted in the United States of America. We have applied certain limited procedures,
which consisted principally of inguiries of management regarding the methods of measurement and presentation of the
required supplemenary information. However, we did not audit the information and express no epinion on it.

Z ; )
%,Mv 4;9‘7 el
Certified Public Accountants

June 30, 2008



TOWNSHIP OF NORWAY

MANAGEMENT'S DISCUSSION AND ANALYSIS
MARCH 31, 2008

Within this section of the Township of Norway, Michigan's financial report, the Township's management provides narrative
discussion and analysis of the financial activities of the Township for the fiscal year ended March 31, 2008. The Townstip's
financlal perfarmance is discussed and analyzed within the context of the accompanying financial statements acd disclosures
following this section. Please read this management's discussion and analysis in conjunction with the Township's financial

statements.

Financial Highlights

The Townghip's assets exceeded its liabilities by $864.621 (net assets) for the fiscal year reportad.
Total net assets ave comprised of the following:

1. Capital assets of $285,843 include property and equipment, net of accumulated depraciation.
2. Net assets of $358,657 are restricted and reserved for parpetual cara.

3. Unrestricted net assets of $310,121 represent the portion available to maintain the Township's
continuing obligations te citizens and creditors.

The Township's governmentai funds reported total ending fund balances of $668,778 compared to the prior year
anding fund balances of $643,411, an increase of $25,367 during the current year.

During the year, program and governmental revenues totaled $3656,427 and governmental expenses totaled
$350,487.

General fund revenues exceeded expenditures by $35,868.
Fire and roads fund revenues exceedad expenditures by $10,847.
Cemetery fund expanditures exceaded revenues by $22,657.

Perpetual care fund revenues exceeded expenditures by $1,208,

Overview of the Financial Statements

Management's Discussion and Analysis intraduces the Township's basic financial statements. The basic financial statements

include: (1) government-wide financial statements, (2} fund financial statements, and (3) notes to the financial statements.

The Township also includes in this report additionat information to supptement the financial statements.

Gavernment-wide financial statements

The Township's financial report includes two government-wide financial statements. These statements provide both
long-term and shori-term information about the Township's overall staius. Financial reporting at this level uses a
perspective similar to that found in the private sector with its basis i full accrual accounting and elimination or
reclassification of internal activities.

The first of these government-wide financial statements is the Statement of Net Assets. This is the Township-wide
statement of financial position presenting information that includes all of the Township's assets and liab#ities with the
difference reported as net assets. Over fime, increases or decreases in net assets may serve as a usefui indicator
of whether the financial position of the Township as a whole is improving or deteriorating. Evaluation of the overatt
economic haalth of the Township would extend to other nonfinancial factors such as diversification of the taxpayer
basa or the condition of the Township infrastructure in addition to the financiat information provided in this repori.



MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

Overview of the Financial Statements (continued)

The second government-wide financial statement is the Statement of Activities, which reports how the Township's
net assets changed during the current fiscal year. All current year revenues and expenses are included regardless
of when cash is received or paid.  An important purpose of the design of the statemant of activities is to show the
financial refiance of the Township's distinct activities or functions on revenues provided by the Township's taxpayers.

Both government-wide financial staterments distinguish goveramental activities of the Township that are principally
supported by taxes and intergovernmental revenues. Governmental activities include general government,
sanitation, street lighting, recreation, public transportation, public safety, and cemetery services.

The Township’s financial reporting entity includes the funds of the Township (primary government).

Fund financial statements

A fund is an accountability unit used to maintain control over resources segregated for specific activities or
objectives. The Township uses funds to ensure and demonstrate compliance with finance-related laws and
regulations. Within the basic financial statements, fund financial statements focus on the Township's most impostant
funds rather than the Township as a whole. Major funds are separately reported, while all others are combined into
a singls, aggregated presentation. All of the Township's funds are considered major funds in the current year.

The Township has two types of funds:

Governmental Funds are reported in the fund financial statements and encompass essentially the same
functions reperted as governmental activities in the government-wide financial statements. However, the
focus is very different with fund statements providing a distinctive view of the Township's governmentat
funds. These statements report short-term fiscal accountability focusing on the use of spendable resources
during the year and balances of spendable resources available at the end of the year. They are useful in
evaluating annual financing requirements of governmental programs and the commitment of spendable
resources for the near term.

Since the government-wide focus includes the long-term wview, comparisons bsiween these two
perspectives may provide insight info the long-term impact of short-term financing dacisions. Both the
governmental fund balance sheet and the governmental fund statement of revenues, expenditures and
changes in fund balances provide reconciliation to the government-wide financial statements o assist in
understanding the differences between these two perspectives.

Fiduciary Funds are reporied in the fiduciary fund financial statements, but are excluded from the
government-wide reporting.  Fiduciary fund financial statements report resources that are not available to
Township programs. Fiduciary funds include a special assessment agency fund and a current tax coflaction
fund.

Notes to the financial statements

The accompanying notes to the financial statements provide information essentiat to 2 full understanding of the
government-wide and fund financial statements. The notes fo the financial statements begin immediately following
the basic financial statements.

Other information

In addition to the basic financial statements and accompanying notes, this report also presents certain required
supplementary information. Budgetary comparison statements are included in the basic financial statements for the
general fund, the fire and roads fund, ang the cemetery fund.

Tt b Ry e e e A e e m R R Rk
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MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

Financial Analysis of the Township as a Whole

Net assets of the current vear are as follows:

Assets
Curent assets
Neoncurrent assets

Liabilities
Current liabilities
Long-term liabilities

Net assets
Investment in capital asseis
Restricted
Unrestricted

Total assets

Total liabilities

Total net assets

Changes in net assets during the current year are as follows:

Revenues

Program revenue
Charges for services

General revence
Property taxes
State shared revenues
Other
interest

Prograim expenses
General government
Sanitation
Sireet lighting
Recreation
Public transpaoitation
Public safety
Cemetery

Total revenuas

Total program expenses

Change in net assets

Governmental
Activities

Fiduciary
Activities

$ 678,172
285,843

$

158,935

874,015

9,304

159,935

31,726
128,209

8,394

169,935

295,843
358,657
310,121

5 964,621

Governmental
Activities

$ 36,210

141,473
140,619
21,5618
25608

$ 365,427

$ 164,831
1,017

23,905

4,858

12,239

66,025

77,512

350487
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)}

Financial Analysis of the Township as a Whole {Continued)
Graphic presentations of selected data follow to assist in the analysis of the Township's activities for the current year:

Governmental Activities

2008 Governmental Revenues 2008 Governmental Expenditures
Cther Charges Camatery
13% 10%  Property 22% General
Taxes [ G"n"t
39%, o - 48%
Safety
9%
Shared
Ravenuos Transport
36% %
Stracts &
Sanitation
1% %

The above charts do not includs transfers,
Financial Analysis of the Township's Funds

Governmental Funds - The Township's general fund reported a fund balance of $269,051, an increase of $15,969 over prior
year. The fire and roads fund reported a fund balance of §36,853, an increase of $10,847 over prior year. The cemetery fund
reported a fund balance of $4,217, a decrease of $2,657 from prior year. The perpetual care fund reported a fund balance of
$358,657, an increase of 31,208 aver prior year,

Fiduciary Funds - The Township's special assessmient agency fund reported §135,929 due to the Norway Utilities Authority.
The current tax collection fund reported $24,008 due to other governmental units,

Fund Budgetary Highlights

The adopted general fund budget expected a reduction to fund balance for the fiscal year of approximately $109,000. Over
the course of the year, the Township amended fhe budget to account for events during the year;, howevar, the overall net
budget remained the same. Budgetary amendments were relatively minor.  Actual results for the year were much more
favorable than budgeted for. instead of a budgeted decrease of approximately $109,000, the actual activities resulted in an
increase in fund balance of approximately $18,000.

The fire and roads fund and cemetery fund also adopted budgets for the fiscal year. Each budget expected a net change in
fund balance of $0. Actual results were not significantly different from the net activities of these funds. Other financing
sources were axpected 1o cover the excess of expenditures over revenues. There were no amendments to these budgets

during the year.
Capitai Asset Administration

The Township's investment in capital assets, net of accumulated depreciation, for governmental activities as of March 31, 2008
was $205,843. The only capital asset addition during the current fiscal year was a lawn tractor. Capital assels as stated in this
annual financial repert do not include prior year infrastructure items to be inciuded such as sidewalks. Financial reporting in
past years has not required infrastruciure items to be included with capital assets. Recognizing the problem of having
governmental units gather all of the required information, GASB has allowed smaller governmental units like the Township to
report infrastructure assels on a prospective basis afier adopting the new reporting standard. There were na infrastruciuse
additions during the current fiscal yesr.



MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

Economic Fagtors and Next Year's Budgets and Rates

Local econemic conditions are anticipated to remain the same. Employee wages, ulility costs, road maintenance, and
contracted fire services make up a significant portion of the Township's expenditures, The Township's 2009 budget includes
$146,000 for vasious improvements to the park, cemetery, town hall and other. The Township has aiso budgeted $50,000 for an
anticipated road project.

Contacting the Township's Financial Management
The financial report is designed to provide a general averview of the Township's finances and demonstrate the Township's

cammitment to public accountability. If you have any guestions about this report or need additional information, we welcome
you to contact the clerk’s office at (808) 5683.9100.



TOWNSHIP OF NORWAY

STATEMENT OF NET ASSETS
MARCH 31, 2008

Assets

Cash and cash equivalents
Certificates of deposit

Taxes receivable

Interest receivable

Due from other governmants
Capital assets

Liabilities and Nef Assets

Liabilities
Accounts payable
Accrued wages
Due to other governments
Other

Net assets
Investment in capital assets
Restricted - reserved for perpetual care
Urwestricted

See accompanying notes to financial statements.

Total assets

Total liabilities

Total net assels

Governmentai
Activities

240.139
410,810
12,581
1.073
13,568
295,843

§74,015

5,407
1,023

5
2,958

9,394

295,843
358,657
310,121

964,621
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TOWNSHIP OF NORWAY

STATEMENT OF ACTIVITES
YEAR ENDED MARCH 31, 2008

Functions/Programs

Governmentat activities
General government
Sarnitation
Street lighting
Recreation
Bublic transportation
Public safety
Cemetery

Total governmental activities

General revenues
Property taxes
State-shared revenues
Cther
Interest

Total general revenues

Change in net assets
Net assets - Beginning of year

Net assets - End of year

See accompanying notes to financial statements.,

Expenses

Program
Revenues

Governmental
Activities

Charges for
Services

Net (Expense)
Revenue and
Change in
Net Assets

%

164,831
1,017
23,905
4,958
12,238
£6,026
77,512

36,210

$ (164,831
(1,017}

{23,905)

(4,968)

(12,239)

(66,025)

(41,302)

$

350,487

$

38,210

10 -

(314,277}

141,495
140,618
21,497
25,606

329,217

14,940

948,681

3 964,621




TOWNSHIP OF NORWAY

BALANCE SHEET
GOVERNMENTAL FUNDS
MARCH 31, 2008

Agsets

Cash and cash equivalents
Certificates of deposit

Taxes recaivable

intetast receivable

Due from other governments
Dug from other funds

Total assets

Liahilities and Fund Balances

Liabilities
Accounts payable
Accrued wages
Due to other governments
Other
Due to other funds

Total Habilitles

Fund balances
Reservad for Perpetual Care

Unregerved - reported in
Ganeral fund
Special revenue funds

Total fund balances

Total lizbilities and fund balances

See accompanying notes to financial statements.

General
Fund

Fire & Roads

Camatery
Fund

Total
Governmental
Funds

204,100
53,746

5,016

13,560

3,585
1,522

1,124

5

240,139
410,810
12,581
1,073
13,569
1,124

276,431

6,241

$

679,296

5010
250

2118

347
773

844

5,407
1,023

5
2,959
1,124

7,380

263,051

2,014

1,522

2,685

10,518

360179

269,081
39,548

269,081

4,217

668,778

276,431

6,231

$

679,296




TOWNSHIP OF NORWAY

RECONGILIATION OF THE BALANCE SHEET OF GOVERNMENTAL
FUNDS TO THE STATEMENT OF NET ASSETS
MARGH 31, 2008

Total Fund Balance - Total Governmental Funds $ 668,778

Amounts reparted for governmental activities in the statement of net agsets are
different because:

Capital assets $585,416, net of accumulated depreciation of ($289,573) used
in governmental activities are not financial resources and therefore are not
reporied in the governmental funds balance sheet 295,843

Net Assets - Governmental Activities % 964,621

See accompanying notes to financial statements,
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TOWNSHIP OF NORWAY

STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

YEAR ENDED MARCH 31, 2008

Revanues
Property faxes
State-shared revenues
Charges for services
Other
interast

Total revenues

Expenditures

Current
General govermnmmant
Sanitation
Street lighting
Recreation
Public transportation
Public safety
Cemetery

Capital outlay

Total axpenditures

Excess of revenues over (under)
sxpandliures

Other financing sources (uses)
Operating transters in
Operating transfers out
Total other financing sources (uses)
Net change in fund balances

Fund balances - Beginning of year

Fund belances - End of year

Permanent
Fund Total
General Fire & Roads Cemetery Perpetual Governmentat
Fund Fund Fund Care Funds
% 56401 % 85,072 - $ - § 141,473
137 801 2,718 - - 140,619
- - 32,800 - Az2.600
21519 - 19,566 1,200 42 285
7016 1,321 108 17,164 25606
272,837 89,111 52,21 18,364 382,683
159,075 - - “ 159,076
1,017 - - “ 1,017
23,905 - - 8 23,908
2,870 - - - 287G
- 12,238 - - 12.239
- 66,025 - - 66,025
- - 71,822 17,156 88,478
- - 3,106 “ 3,106
188,868 78.264 74,528 17,156 387,216
35,969 10,847 (22,657) 1,208 25,367
- - 20,000 - 20,000
{20,000 - - - {20,000}
{20,000) - 20,000 - “
15,969 10,847 {2,657} 1,208 25,367
253,082 26,006 6,874 357 448 843,411
13 268,051 § 36,853 & 4,217 % 35BE57 § 668,778

See accompanying notes to financial statements.
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TOWNSHIP OF NORWAY

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO
THE STATEMENT OF ACTIVITIES

YEAR ENDED MARCH 31, 2008

Net Change in Fund Balances - Total Governmental Funds $ 25,367

Amounts reporied for governmental activities in the statement
of activities are different because:

Governmenta) funds report capital outlay as expenditures. However, in the

governmeni-wide statement of activities and changes in net assets, the cost of

those assels is allocated over their estimated useful lives as depreciation expense.

This is the amount of capital assets recorded in the current period. 3,106

Depreciation expense on capital assets is reported in the government-wide
statement of activities and changes in net assets, but they do rot require the
use of current financial resources. Therefore, depreciation expense is not

reported as expenditure in governmental funds (13,533}
Change in Net Assets - Governmental Activities $ 14,940

See accompanying notes to financial statements.
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TOWNSHIP OF NORWAY

STATEMENT OF NET ASSETS
FIDUCIARY FUNDS
MARCH 31, 2008

Special Current
Assessment Tax
Agency Collection
Fund Fund
Assets
Cash and cash equivatents $ 2,850 $ 12,684
Certificates of deposit 133,074 -
Due from other governments 5 11,322
Total assets 135,929 24,006
Liabilities and Met Assets
Liabilitles
Due to Norway Utilities Authority 135,929 -
Pue to other governmenis - 24,006
Total flabiiities 135,929 24,006
Total net assets $ - $ -

See accompanying notes to financial statements.
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TOWNSHIP OF NORWAY
NOTES TO FINANGIAL STATEMENTS

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

INTRODUCTION

The accounting policies of the Township of Norway, Michigan (the “Township”) conform to accounting principles generally
accepted in the tUnited States of America as applicable to governmental units. The following is a summary of the significant
accounting policies used by the Township of Norway, Michigan.

REPORTING ENTITY

As required by accounting principles generally accepted in the United States of America, the financial statements of
the reparting entity include those of the Township (the primary government) that are controlled by or dependent on
its executive or legisiative branches. The Township’s major operations include cemetery, fire protection, public
transportation, sanitation, recreation, street lighting, and general administration services. The Township has no
component units at March 31, 2008.

Excluded from the reporting antity is the Norway Utitities Authority. A special assessment fund is included i the
financial statements and is accounted for as a fiduciary fund. These monies are payable to the Norway Utilities
Authority as part payment for hond principal and interest payments issued by the Authority. The Autharity's
governing board selects managemaent staff, establishes budgets, and controls all aspects of its own operations.

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The governmentwide financial statements (the statement of net assets and the statement of activities} repori
information on all of the non-fiduciary activities of the primary government. The effect of interfund activity has been
removed from these statements.

The statement of activities reports the expenses of a given function offset by program revenues directly connected
with the function. Direct expenses are those that are clearly identifiable with a specific function. Program revenues
include charges to customers or applicants who purchase, use, or directly banefit from goeds, services, or privileges
provided by a given function. Taxes and other revenues riot properly included as program revenues are reported as
general ravenues.

Separate financial statements are provided for governmental funds and fiduciary funds even though the latter are
excluded from the governmentwide financial statements. Each governmental fund of the Township has been
determined to be a major fund, as that term is defined by the Governmental Accounting Standards Board (GASE).

MEASUREMENT FOCUS, BASIS OF ACCQUNTING AND FINANCIAL STATEMENT PRESENTATION

The government-wide financial statements are reported using the economic resources measurement focus and the
accrual basis of accounting. All assets and liabilittes (whather current or non-current) are included in the statement
of net assats and the operating statements present increases (revenues) and decreases (expenses) in the net total
assets. Revenues are recorded when earted and expenses are recorded when a liability is incurred, regardless of
the timing of related cash flows. Property taxes are recognized as revenues in the year for which they are levied.

Gavernmental fund financial statements are reported using the current financial resources measurement focus and
the modified accrual basis of accounting. Revenues are recognized as socn as they are both measurable and
avaitable. Revenues are considered to be available if they are collected within the current period or soan enough
thereafter to pay liabilities of the current period. For this purpose, the Township considers revenues fo be available if
they are collected within 80 days of the end of the current fiscal period. Expenditures generally are recorded when
the related liability is incurred.

-8 -



NOTES TO FINANCIAL STATEMENTS {(CONTINUED)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED}

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND FINANCIAL STATEMENT PRESENTATION
(CONTINUED)

Proparty taxes and charges for services associated with the corrent fiscal period are considered to be susceptible to
acerual and have been recagnized as revenues in the current fiscal period. All other revenue items are considered
to be measurable and available only when Gash is received by the Township.

The Township reports the following major governmental funds:

Generat Fund - The general fund is the Township's primary operating fund. It accounts far all financial
resources of the general government, except those required 1o be accounted for in another fund.

fire and Roads Fund - The fire and roads fund accounts for revenues that are required to be expended for
Township fire protection and road maintenance.

Cemetery Fund - The cemetery fund accounts for the revenues and expenditures associated with the
operations of the cormmunity cemetery,

Perpetual Care Permanent Fund - The perpetual care permanent fund is used to account for principal trust
amounts received and related interest income. The interest portion of the trust can be used fo maintain the
community cemetery. The permanent fund is used to report resources that are legally restricted to the extent
that only eamings, no principal, may be used for purposes that support the reperting government's program.

The Township reports the following fiduciary funds:

Special Assessment Agency Fund - The special assessment agency fund is used to account for trust
arrangements under which principal or interest benefit other governmental agencies. The funds included on the
statement of fiduciary net assets {(excluded from the government-wide financial statements) are payable 1o the
Norway Utilities Authority (described above).

Current Tax Collection Fund - The current tax collection fund is used te account for the collection of property
taxes by the Township that are remitted to various local governmental agencies and the Township itself. The
fund is an agency fund; which is custodial in nature; that is, assets equai liabilities.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989, generally are
followed in the goversnment-wide financial statements to the extent that those standards do not conflict with or
contradict guidance of the GASB.

ASSETS, LIABILITIES AND NET ASSETS

Cash and Cash Equivalents - Cash and cash equivalents are considered to be highly liquid investments if they
have a maturity date of three maonths or less when acquired by the Township.  These include cash on hand and

demand deposits.

Investments - Investments are stated at fair value. They include certificates of deposit with a maturity date of three
manths or greater at time of purchase.

Receivables and Payables - In general, outstanding balances between funds are reporled as "due from other
funds” or “due to other funds”. Receivables include property taxes and other related fees due from other local
govermnments and interest receivable from certificates of deposit. Payables include amounts due to employees, local
vendors, and other local governments.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNT POLICIES (CONTINUED
ASSETS, LIABILITIES AND NET ASSETS (CONTINUED)

Capital Assets - The Township's property, plant and equipment are stated at historical cost and are reported in the
government-wide financial statements. Donated assels are stated at fair value on the date donated. The costs of
normal maintenance and repairs that do not add to the asset value or materially exdend useful lives are ot
capitalized. Capital assels are depreciated using the straight-line method. When capital assets are disposed, the
cost and applicable accumulated depreciation are removed from the respective accounts, and the resuiting gain or
loss is recorded in operations.

Capital assets are depreciated over the following estimated usefui lives:

Buildings and building imiprovements 40 years
Land improvements 20 years
Vehicles 5 years
tMachinery and equipmant 5-10 years
Fixtures 10 vears

Use of Estimates - The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assusmptions that affect the
reported amounts of assets and labilities and disclosure of contingent assets and jiabilities at the date of the
financial statements and the reported amaunts of revenues and expenses during the reporting period. Actual results
could differ from those estimates.

Risk Management - The Township is exposed to varous risks of loss related to torls; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters. The Township maintains
commercial insurance covering each of those risks of loss. Management bslieves such coverage is sufficient to
preclude any significant uninsured losses to the Township., Settled claims have not exceeded this commercial
coverage in any of the past three fiscal years.

NOTE B - BUDGETARY INFORMATION

Budgets are adopled on & basis consistent with accounting principles generally accepted in the United States of America,
Annuat appropriated budgets are prepared on a detailed line item basis. Revenues are budgeted by source while
expenditures are budgetad by department and class. All annual appropriations lapse at fiscal year end. Expenditures may
not fegally exceed budgeted appropriations af the activity level. During the year, one supplementary appropsiation was
necessany.

The Township followed the following procedures in establishing the budgetary data reflected in the financial statements:

4. Prior to April 1, the Township supervisor submitted to the Township Board a proposad operating budget for the fiscal
year commencing April 1. The operating budgst included proposed expenditures and the means of financing therm.

A public hearing was held at an announced special board meeting to obtain taxpayer commaents,
The budget was legaily adopted on March 30, 2007.
The Township Board authorizes all budgetary revisions throughout the fiscal year,

A S

Formal budgstary integration is employed as a management contsol device during the year for all governmental
funds.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE C - DEPOSITS AND INVESTMENTS

State statutes authorize the Township to deposit and invest in the following:

1. Cerificates of deposit, savings accounts, or deposit accounts of federafly insured financial institutions, The
Township Board shall authorize depositories at the Board's organizational meeting after each regular election of
board members.

Bonds, securities, and other obligations of the Unitad States or an agency or insirumentatity of the United States.
Repurchase agreements consisting of instruments listed in 2.
Bankers' acceptances of United States banks.

Commercial paper rated at the time of purchase within the 2 highest classifications established by not less than 2
standard rating services and that matures not more than 270 days after the date of purchase.

6. Obligations of the State of Michigan or any of its political subdivisions that at the time of purchase are rated
investment grade by not less than 1 standard raling service.

7. Mutual funds regisiered under the investment company act of 1940, title | of chapler 680, 54 Stat. 788, 15 U.5.C.
80a-1 to 80a-3 and 80a-4 1o 80a-84, with the authority to purchase only investment vehicles that are legal for direct
investment by the Township. This authorization is limited to securities whose intention is to maintain a net asset
vaiue of $1.00 per shara.

aos W N

8. Investment pools through ar interiocal agreement under the urban cooperation act of 1967, 1967 (Ex Sess) PA Y,
MCL 124.501 to 124.512.

9, investment pools organized under the surplus funds investment pool act, 1982 PA 387, 128.111 to 128.118.

10.  The investment pools organized under the local gavernment investment pool act, 1985 PA 121, MCL 128141 to
128,180,

The Township has designated six financial institutions for the deposit of its funds. The Township's deposits and investment
policies are in accordance with statutory authority. The Township's cash and investments are subject to several types of risk.
Custodial credit risk is the risk that in the event of bank failure, the government's deposits may not be returned to it. At year-
end, $275,482 of the Township's bank balance of $800,788 was exposed to custodial credit risk as follows,

F.0.1LC. and N.C.UA Insured 3 525,326
Uninsured and uncollateralized 140,207
Uninsured and collateral heid by pledging

Bank not in the Township's name 135,255

Total $ 800,788

The Township believes that due fo the doftar amounts of cash deposits and the fimits of F.0.1.C. and N.C U.A. insurance, it is
impractical to insure all deposits. As a result, the Township evaluates each financial institution it deposits funds with and
assessas the level of risk of each institution. Only those institutions with an acceptable estimated risk level are used as
depasifories.

NOTE D - PROPERTY TAXES

Property taxes were levied by the Township on December 1 on the taxable valuation of property as of the preceding
December 31. Property taxes become a lien on the property at December 1 and are considered due and payable the
following February 28. Taxes become delinquent on March 1.

The 2007 state equalized valuation of the Township totaled $51,569,439 (taxable value, as adjusted $41,539,297), on which
taxas levied consisted of 1. 2692 Mills for operating purposes and 1.9444 Mills for the fire and roads.

The entire propery tax administration fee is paid to the Township treasurer as compensation for coflection of property taxes,
Thare is, therafore, no reserved fund balance for excess receipts or excess disbursements associated with the property tax
adminisiration fee.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NCTEE - CAPITAL ASSETS

Capital asset activity of the Township’s governmental activities was as follows:

Balance Balance
41112007 Additions Deletions 3131/2008
Governmental activities

land 5 128815 % - $ - % 128,815
Land improverments 148,325 - . 148,325
Buiidings 200,683 - . 200,833
Machinery and equipment 66,864 3,108 - 70,160
Vehicles 28,854 - - 28,854
Fixtures 8,638 - - 8,638
Subtotat 582,309 3,108 - 585,415
Accumulated depreciation 276,040 13,533 - 289,573
Net capital assets § 306,269 $ (10427} $ - $ 295,842

Depreciation expense was charged to programs of the primary government as follows:

General government 5 8,758
Cemetety 5,690
Recreation 2,088

Total § 13,533

NOTE F - INTERFUND RECEIVABLES, PAYABLES, AND TRANSFER:

interfund raceivables and payables are classified as due toffrom othet funds and are composed of the following:

Bue from Due to

Perpeiual Care Fund Cemetery Fund $ 1,124

individual fund aperating transfers for fiscal year 2008 were as follows:

Transfers In Transfers Qut

Cemetery Fund General Fund $ 20,000

NOTE G - COMMITMENT

The Township Board has entered into an inter-Governmental Fire Protection Agreement with the City of Norway. The
City agrees to furnish fire department service protection within the Township. Fire protection expenditures under this
agreement for fiscal year 2008 were §$55,884. The agreement renews annually and can be terminated by either parly.
The Township's contribution amount is recomputed annyally based upon an agreed-upon formuta.
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TOWNSHIP OF NORWAY

REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND

YEAR ENDED MARCH 31, 2008

Revenues
Property laxes
State-shared revenues
tnterest
Other

Total revenuss

Expenditures
General government
Township Board

Supervisor

Elections

Assessgor

Clerk

Board of Review
Treasurer

Township Hall
Zoning

General government

Total general government

Sanitation - Sanitary landfill
Street lighting

Recreation

Capital outtay

General
Parks and recreation

Taotal capital outlay

Total expenditures

Excess of revenues (under) over
expenditures

Other financing (uses) - Operating transfers out
Net change in fund balance
Fund batance - Beginning of year

Fund balance - End of year

Variance With

Original Amended Amended

Budget Budget Actual Budget
$ 53200 3 53200 5 56,401 $ 3,201
136,500 136,500 137,901 1,401
3,000 3,000 7,018 4018
15,000 15,000 21,519 6,519
207,700 207,700 222,837 15,137
17,116 17,116 15,780 1,328
13,560 13,660 13,460 100
1,100 3,500 2872 628
21,847 21,847 18,573 2,274
14,560 14,560 14,435 125
1,700 1.700 1.651 49
18,360 18,860 18,948 12
17 883 17.883 15,607 2278
21,000 21.000 15,471 5,529
47 400 47,400 41,269 6,131
174,528 177,626 159,076 18,450
1,200 1,200 1,017 183
22000 24,000 23,905 05
§,800 8,900 2,870 4,030
5,000 5,000 - 5,000
10,000 10.000 . 10,000
16,000 15.000 - 16,000
219,626 224,626 186,868 37,758
{11,926) (18.926) 35969 52,895
{96,584) {91,584) £20,000) 71,584
{108,510) {108,510) 15,969 124,479

253,082 253,082 263,082

$ 144572 $ 144,572 % 268051 § 124,479
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TOWNSHIP OF NORWAY

REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE - FIRE AND ROADS FUND
YEAR ENDED MARCH 31, 2008

Variance With
Original Qriginal
Budget* Actual Budget
Revenues
Property taxes $ 80200 $ 85072 3 4872
State-shared revenues - 2718 2,718
Interest 800 1,321 521
Total revenuss 81,000 89,111 8,11
Expenditures
Public transportation 70,000 12,239 57.761
Public safety 64,200 66,025 {(1.825)
Total expenditures 134,200 78,264 65,836
Excess of revenues {(under) over expenditures {53,200} 10,847 84 047
Other financing sources - Operating transfers in 53,200 - 53,200
Net change in fund balance - 10,847 10,847
Fund balance - Beginning of year 26,008 26,006 -
Fund balance - End of year & 26,006 $ 36853 & 10,847

* No amendment required during current fiscal yvear.
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TOWNSHIP OF NORWAY
REQUIRED SUPPLEMENTARY INFORMATION

BUDGETARY COMPARISON SCHEDULE - CEMETERY FUND

YEAR ENDED MARCH 31, 2008

Revenhues
Charges for services
Other
interest

Total revenues
Expendituras
Charges for services
Capital autlay
Total expenditures
Excess of revenues {under} expenditures
Other financing sources - Operating transfers in
Net change in fund balance

Fund balance - Beginning of year

Fund balance - £nd of year

* No amendment required during current fiscal year.

LR

Variance With
Original Original
Budget” Actual Budget
38,040 32600 ¢ (5.440)
6,000 18,566 13,568
300 105 (195)
44,340 52,271 7,931
78,724 71,822 7,902
8,000 3,108 4,894
87,724 74,928 12,796
{43,384) (22,8657} 20,727
43,384 20,000 {23,384)
- {2,657} {2,657)
G874 6,874 -
6,874 4217 § (2,657}




SINGLER

& COMPAMNY B

To the Henorable Supervisor and the Township Board
of the Township of Nonway

In planning and performing our audit of the financial staterments of the governmental activities, each major fund,
and the aggregate remaining fund infarmation of the Township of Norway as of and for the year ended March 31,
2008, in accordance with auditing standards generally accepted in the United States of America, we considered
the Township's internal control over financial reporting (internal controly as a basis for designing our auditing
procedures for the purpose of expressing our opinions on the financial statements, but not for the purpose of
exprassing an opinion on the effectiveness of the Township's internal control.  Accordingly, we do not express an
opinion on the effectiveness of the Township's internal controb.

A control deficiency exists when the design or operation of a control does not allow management or employees, in
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a control deficiency, or a combination of control deficiencies, that adversely affects the
ertity’s ability to initiate, authorize, record, process, or repernt financial data reliably in accordance with genesally
accepted accounting principles such that there is more than a remote liketihood that a misstatement of the entity's
financial statements that is more than inconseguential will not be prevented or detected by the entity's internal
control.

A material weakness is a significant deficlency, or a combination of significant deficiencies, that results in more
than a remote likelihood that a material misstatement of the financial statements will not be prevented or detected
by the entity's internal control.

Qur consideration of internal control was for the limited purpose described in the first paragraph and would not
necessarily identify all deficiencies in intermnal contro! that might be significant deficiencies or material weaknesses.
We did not identify any deficiencies in internal control that we consider to be material weaknesses as defined
above. However, we identified the following deficiencies in internal control that we consider to be significant
deficiencies.

Lack of expertise In financial accounting and reporting

The Township has requested that we prepare their financial statements and related notes to the financial
statements. We identified that the Township does not have an employee or other individual with suitable
skill to prepare the financial statements or to review the disclosure checklist in conjunction with the
financial statements prepared by the auditors to ensure propriety and completeness of the financiat
statements and footnotes. SAS No. 112 requires (in effect) that any organization under audit needs to
have enough experiise in thair control environment to properly prepare the financial statements {including
notes to the financial statements}. Although the Township is "technically” deficient under SAS No. 112, we
believe that this issue in itself denotes no negative implications concerning the Township.

Deposits and Investments

We noted that the Treasurer has authority to roll over matured CD¥'s or acquire new CD's without specific
Board approval. Although the Treasurer usually brings this to the Board and it is documented in the Board
minutes, it is not required. We recommend that the Treasurer receive Board approval prior to rolfing over
or acqguiring new C{Y's and that this be documentad in the Board minutes.

We noted that one new bank account was opened during the year and four bank accounts were closed
during the year. Although the Board did approve these actions verbally, it was not documented in the
Board minutes. We recommend that all important banking transactions be documented and approved in
the Board minutes.
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The Township Board and Supervisor
Page 2

In addition, we noted certain matters involving internal control and other operational matters that are presented for
your consideration. Qur camments regarding other operational matters are summarized as follows:

Cash balances

The Township has significant cash batances not covered by F.D.1.C. or N.C.U A insurance. Although
some are collateralized, others are not collateralized. We recommend that the Township consider using
additional financial institutions in order to minimize risk. Alternatively, the Township may wish fo discuss
with the present financial institutions the possibility of having all of its deposits collateralized.

Journal Entries

We noted that unusual ar significant non-recurring entries are not being reviewed and approved by a
management-levet individual. All unusual or significant non-recurring entries should be approved, possibly
by the Tawnship's Superviscr, and this approval should be documented.

Record maintenance

We noted certain dishursements were lacking proper supporting documentation. We recommend all
disbursements have proper invoices or other supporting documentation attached in order to properly
record the transaction and to avoid duplicate payment of bills.

The Township's written response to the significant deficiencies identified in our audit has not been subjected to the
audit procedures applied in the audit of the financial statements and, accordingly, we express no opinion on it.
The Township's response is attached to this letter.

The above letier includes more discussion of internal control mattars than in the past. Much of the above is due to
the implementation of SAS No. 112, which requires additional internal control matters be communicated in writing.
Fleury, Singler & Company received excellent cooperation from the Township Supervisor and accounting

personnel.

This tetter does not affect our report dated June 30, 2008 on the financial statements of the Township of Norway,
Michigan. Our comments and recommendations, all of which have been discussed with appropriate members of
management, are intended to improve the internal control or result in other operating efficiencies. We will be
pleased to discuss these comments in further detail at your convenience and would be happy to assist the
Township in implementing the above recommendations.

This communication is intended salely for the information and use of the Board and management of the Township
of Norway and is not intended to be and should not be used by anyone other than these specified parties.

Very truly yours,

Certifi ublic Accountants
June 30, 2008



Township of Norway
Schedule of Findings and Responses
March 31, 2008 Audit

Lack of expertise in financial accounting and reporting

The Township recognizes its lack of expertise in financial accounting and reporting.
Thus, we have requested our auditors to prepare our financial statements and related
footnotes. [t would be an economical hardship to hire another outside accounting firm to
prepare our financial staternents and related foolnotes. We believe most small
municipalities are in the same position and this is common practice.

Deposits and Investments

The Board changed its policy to require the Treasurer to receive Board approval prior o
“rolling over” or acquiring new certificates of deposit in order to properly document the
transactions in the Board minutes.

The Board has changed its policy to require Board approval for all significant banking
transactions prior to occurrence in order to properly document the transactions in the
Board minutes.

Cash Balances

The Township will review all cash balances with its financial institutions and determine
whether to transfer funds to additional financial institutions and/or investigate
collateralization possibilitics.

Journal Entries

The Township has changed its policy to require the Supervisor to approve and document
any unusual or significant non-recurring journal entries.

Record Maintenance

The two disbursements lacking proper supporting documentation were an isolated
incident. The Township is conscious of the need for proper supporting documentation as
invoices and prepared checks are presented at the Board meeting each month for
approval. Checks are signed al the meetings with a dual signature requirement.



